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CHAPTER I 



INTRODUCTION 

As a prelude to discussion of the organizational 
assignment of eomptrollership functions In the Navy, and more 
particularly In the field activities of the Navy that are 
managed by the Bureau of Supplies and Accounts, it is desir- 
able to consider the application of these functions In the 
business world of today. This consideration is not merely for 
academic purposes. It must be remembered that the comptroller- 
ship concept In the Navy was Instituted as a result of legis- 
lation^ based on the reports of the Hoover Commission and that 
the membership of that Cfomrolsalon was comprised largely of 
businessmen. It is logical from the above to assume that the 
comptroller was Intended to serve a purpose similar to that 
served In Industry. Unfortunately, as will bo demonstrated 
In the next chapter, there Is a wide range of application of 
these purposes In the business world. As might be expected, 
there Is some difference of opinion In the Navy as to the 
exact Intent of Congress In the establishing of a comptroller- 
ship concept and, as a result, a considerable difference among 
management activities in the methods of Implementation of the 
basic legislation, 

X 

Public Law 216: National Security Act Amendments of 

1949, U« S, Statutes at Large . Eighty-first CJongress. 
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The controller In the Department of Defense was created 

to supervise and direct departmental budgets and to establish, 

supervise and execute the functions of accounting, progress and 

2 

statistical reporting, and Internal audit. Consideration of 
how these and associated functions are understood and utilized 
In Industry may serve to establish a background for understand- 
ing some, of the problems that Implementation of the concept of 
comptrollershlp has presented to the Kavy. 

Appreciation of the basic differences between the major 
objectives of business and of the Navy must be applied to any 
consideration of management functions. Pegardless of other 
objectives, major or collateral, business may be expected to 
consider first the profit objective In some fora. Kon-mllltary 
government departments will In most Instances have a service 
objective. On the other hand. Department of Defense objectives 
must relate to matters of national security. Profit and ser- 
vice are, at best, minor collateral objectives. 

The major objective of a Navy field activity is the 
successful accomplishment of its mission as assigned by higher 
authority. This military objective is the reason for the ex- 
istence of the particular activity. There Is nothing In this 
mission, however, that precludes accomplishment In the most 
efficient and economical manner possible. It is well known 
that efficiency and economy will provide the maximum return 

^ Ibld . 

3 

Richard N. Owens, Introduction to Business Policy 
(Homewood, Illinois: Richard 0. Irwin, Inc., 195^), pp. 15- 

24, This work defines major, collateral, profit, and service 
objectives as used herein. 
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for each defense dollar and contribute thereby to the total 

mission of the service - to obtain the maximum In national 

security possible from appropriations which have been mad© 

available. These, therefore, are collateral objectives of all 

activities whether or not stated In the basic mission. 

Smithies discusses at some length this problem of efficiency 

and economy In connection with the Department of Defense bud- 

4 

get, particularly at the departmental and bureau levels. 
Contributions at the field level are also Important In deter- 
mining the optimum allocation of defense resources. 

To help bridge this gap between military necessity and 
economic desirability is a major responsibility of the comp- 
troller and application of successful business principles will 
contribute to this end. The definition and method of alloca- 
tion of comptrollershlp functions will have a major effect on 
how well the comptroller is able to perform this service. 

The terms "comptroller'* and "controller" are used 
Interchangeably throughout this paper. Since there Is no 
general agreement In the source material considered, selection 
from between the two has been based on use In the particular 
source. 

A 

Arthur Smithies, The Budgetary Process In the United 
State s (New York: McGraw-Hill Book Company , Itic. , 1955) » 

pp. 278-325. 
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CHAPTER II 



CDNTROLLEHSHIP FUNCTIONS IN INT3USTRY 
Q-cneral Situation 

The great Increaae both In size and complexity of 
modern business which occurred between the two world wars 
resulted In a need, hitherto not recognized, for a staff 
specialist . .to watch, analyze and explain the financial 
operations of a business.'*^ This specialist, who became the 
controller In most companies, and to whom other duties were 
added as a matter of convenience, occupies, therefore, a 
relatively new and unprecedented position In the organiza- 
tional structures of modem business. 

There is no universally recognized organizational 
position for the controller. Examination of the formal organ- 
izations of representative businesses Indicates a wide dif- 
ference in viewpoint. Controllers are found both well sub- 
merged as chief accountants and as high level officials report- 
ing direct to the chief executive of the business. Many hold 
the title of vice president - a title in Itself not necessarily 
an Indication of substantial Influence In the policy of an 
organization. In our better known corporations, however, 

g 

John H. Mac Donald, Controller ship in Modern Manage- 
ment . eds, Thornton F. Bradshaw and Charles C. Hull ( Chicago i 
’Richard D. Irwin, Inc,, 1950), p. vil. 

^Perrin Stryker, "The Vice President Problem," 

Fortune . September 1955fP. 88. 
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there are two nonnal positions for the controller. First, on 
the organizational level of the divisional vice presidents, 
although not necessarily himself a vice president; second, on 
the level directly below the vice presidents. In the latter 
case, the controller usually reports either to a financial vice 
president or to the treasurer. It appears, however, that 
despite the formal organization, the controller usually has 
direct access both to the board of directors and to the chief 
executive officer. Thus the controller may exercise influence 
upon company policy to an extent not apparent from considera- 
tion of the formal organization. Most companies admit freely 
that organization la often informal and authority is more the 
result of the ability and personality of the Incumbent con- 
troller than of the foraal task end mission statements so 
beloved by government agencies. In defense of the latter, it 
is necessary to consider the fact that in the military ser- 
vices the requirements of rotation provide a constant change 
of managing officials at two to four year intervals. Standard- 
ization of organization is essential to provide for continuity 
of effort and to pertnit rapid assumption of authority by newly 
arrived personnel. To shift the organization based upon each 
officer's apparent ability (or lack of same) would soon pro- 
duce chaos. 

Since the position of controller has never been defined 
in practice, it follows that the Incumbents of this position 
have a wide range of functional assignments. The functions of 
controllershlp have been variously defined, the most formal be- 
ing that of the Controllers Institute of America as approved by 






mtt0 '•* * 

• «m«€» 

II »Uf 

• - » f* 

f4Wm0% • •«|PM3|»| 4» 







* • 



tll«i 



• I «•( 



•* -*•— I 
iPi Hi^ ««sa««« 















; 



6 



the National Board of Directors on September 25 , 1949: 

1. To establish, coordinate and maintain, through 
authorized management, an Integrated plan for the 
control of operations. Such a plan would provide, 
to the extent required In the business, cost stand- 
ards, expense budgets, sales forecasts, profit plan- 
ning, and programs for capital Investment and financ- 
ing, together with the necessary procedures to effec- 
tuate the plan. 

2. To measure perfonnance against approved operating 
plans and standards, and to report and Interpret the 
results of operations to all levels of management. 

This function includes the design, installation and 
maintenance of accounting and cost systems and 
records, the determination of accounting policy and 
the compilation of statistical records as required. 

3. To measure and report on the validity of the 
objectives of the business and on the effectiveness 
of its policies, organization structure and proce- 
dures in attaining those objectives. This includes 
consulting with all segments of management responsible 
for policy or action concerning any phase of the opera- 
tion of the business as it relates to the performance 
of this function. 

4. To report to government agencies, as required, and 
to supervise all matters relating to taxes. 

5. To interpret and report on the effect of external 
influences on the attainment of the objectives of the 
business , This function includes the continuous ap- 
praisal of economic and social forces and of govern- 
ment influences as they affect the operations of the 
business . 

6. To provide protection for the assets of the busi- 
ness. This function includes establishing and main- 
taining adequate internal control and auditing, and 
assuring proper insurance coverage.' 



The above impresses one as a series of goals for 
ambitious controllers rather than as a statement of existing 
conditions. Actually it was intended to be more of a check 
list than a specification. In none of the specific companies 



'^ The Controller . September 1953, p. 431. 
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studied were all of the above functions performed by the con- 
troller If performed at all. Anderson believes that the 
seventeen functions defined by the Institute can be reduced to 
this basic statements "... designing and operating the 

records of the business and reporting and interpreting the 

hQ 

information which they contain. This places emphasis upon 
the more Intellectual task of reporting and Interpreting as 
distinguished from the mechanics of record keeping. Peirce 
considers "control" to be "the presence in a business of that 
force which guides It to a predetermined object by means of 

,, Q 

predetermined policies and decisions. Peirce further con- 
cludes, In relation to budget responsibility, that the con- 
troller must not only report facts and develop reasons for 
differences between budgetary estimates and actual performance, 
but also Insure that accounting is so organized that costs are 
not charged other than to the supervisor who has control of the 

expenditure and the funds unless these specific transactions 

10 

are clearly Identified beforehand. 

Dale defines the functions of the controller In what 
this writer considers to be a somewhat Indefinite manner. Such 
terms as "budgeting and control of operations and results" are 
open to considerable Interpretation and may bo construed to 
imply that the controller should Intrude Into line operations. 

8 

David Anderson. Practical Oontrollershlr) (Qiicago: 
Plchard D. Irwin, Inc., 19A9y»'p» 

%amc 0 L. Peirce, "The Planning and Control Concept," 
The Controller . September 1954, p. 403* 

^^James L. Peirce, "The Budget Comes of Age," Harvard 
Business Peview . May-June 1954, p. 62. 
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This latter contravenes one concept upon which there seems to 
be general agreement, l.e,, the controller Is basically a 
staff officer and must refrain from Interference into line 
responsibility if he is to accomplish his nlsalon in a success- 
ful manner. Felrce emphasises that the controller’s task is to 
report facts, particularly to personnel most directly concern- 
ed, and to let responsible management undertake suitable cor- 
rective action. Since Dale’s study was sponsored and pub- 
lished by the American Management Association, hla list of 
controllcrship functions is quoted: 

1. Providing basic information for managerial 
control through formulation of accounting and costing 
policies, standards, and procedures, preparation of 
financial statements and maintenance of books of 
account; direction of Internal auditing and cost 
control. 

2. Budgeting and control of operations and 
results. 

3. Specific control activities: 

a. General accounts - primary and subsidiary 
accounts; devising checks on the company’s finances and 
safeguarding its assets; checking Invoices, accounts 
receivable and payable; controlling cash payments and 
receipts, payroll accounts, fringe benefits, plant and 
equipment records; cost accounting activities of the 
various management functions. 

b. Preparation and interp 2 *etatlon of regular 
financial reports and statements. 

c. Inventory control. 

a. Statistics. 

e. Taxes 

4. Internal audits. 

12 

5. Interoretatlon of control data. 



^^ Ibid .. p. 63. 

12 

Smest Dale, Planning and Developing the Company Or- 
ganization (New York: American Management Aaso elation, 195^ )» 

p. 200 . 
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One of the beet discussions of the distribution of 
controllership functions was found in Doris* Handbook*^^ Of 
particular interest was Table I which shows allocations of 
functions based on a survey of one hundred fifteen coapanles. 
Principal functions allocated to the controller were found to 
be (expressed in percentage of instances) as shown in Table I. 



ALLOCATION 



OP .csiscTED pmmions to the controli^r 



Function 



Percentage 



Auditing, internal , 

Accounting, general corporate • * 

Forecasts, profits . 

Payrolls, general ... 

Analyses (cost, profit, and financial) . , . . 
Taxes, various 

Forecasts, other than profits , 

Economics and statistics (development 

and maintenance) .... 

Budgets, various 

Office services, centralised . . 

Communications, wire 

Standard practices - instructions 



77 






64 






64 






64 






61 






55 


to 


60 


20 


to 


59 


48 






25 


to 


45 


27 


to 


34 


31 






26 







Numerous minor functions, apparently matters of individual con- 
venience within a particular company, have been discounted. 

Anderson further classifies the usual controllership 
activities to be: 



G-eneral accounting 
Factory cost accounting 

Marketing and administrative coat accounting 

Budgeting 

Internal auditing 



yx 

•"^Darrell H. Voorhles, Cornoi^ate Treasurer’s and Con- 
troller* s Han dbook, ed. Lil 1 ian ” Dori e (New '{o rk j Prentice- 
Hall, Inc., 1951) pp. 14-28. 

^^Ibid., pp. I8ff. 
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Tax returns and government reporto 

Office service functions (Including clerical 
and coamunlcatlono) 

Analysis and special studies’’’^ 

Heckert and Willson consider the controller primarily 
as the chief accounting officer. Translation of "absolute 
facts and statistics Into trends and relationships" la con- 
sidered to be an important part of his duties. A wide knowl- 
edge and understanding of the buslnooe and its problems Is 
emphasized as a necessary qualification of the controller. 

Basic functions are defined as; accounting, auditing, tax, 

17 

and interpretive. 

The Controller and the Accounting Function 

A summary of the above citations would loads to accept- 
ance of the fact that the controller is the chief accounting 
officer with now and specialized duties in the fields of 
analysis and interpretation plus such extra -assignments as are 
warranted by conditions peculiar to the particular business. 
There remalnc, however, an important body of opinion to the 
contrary. In this Interpretation of oontrollerahip functions, 
the reporting of information and analysis of data are para- 
mount. A knowledge of basic accounting and statietlcal tech- 
niques and principles is nocssoary in order that the controller 

ig 

■^r^vld r. Anderson in Oontrollerahip in Modern Manage - 
ment . p. 75. - — - - - 

. Brooks Heckert and James D, Willson, Controller- 
shin (Kew 'ork: The Ronald Press Company, 1952), p. 10. It is 

noted that the authors are both certified public accountants. 

^' ^Ibld . . p. 497. 
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may Interpret properly the Information furnished by those 
sources, but that the controller must necessarily supervise the 
gathering of these data and the preparation of routine reports 
Is discounted* 

The Importance of the analysis function In relation to 
the mec’ianics of general accounting Is best summarized as 
follows: 



During the past few decades, managers and execu- 
tives have felt an Increased need for someone within 
the business who can analyse and Interpret the masses 
of Internal and external figures. Top management 
turned to the controller (or treasurer) to provide 
this analysis and Interpretation. . . . The many 
functions assigned to the controller compete for his 
time and attention. Many of his duties involve the 
meeting of deadlines. If the load is heavy and pres- 
sures are Intense, work involving deadlines gets 
first attention. Because analysis and Interpretation 
of operating results and outside factors are lai^ely 
creative responsibilities not subject to deadlines, 
they are often postponed or glossed ov@r.^° 

Substantial agreement is found In Bradshaw and Hulls 

Eventual ly and particularly when management does 
not Itself possess controller experience. It seems 
possible that the function of controllorshlp la likely 
to become more distinctly separated from accounting .,q 
( and more distinctly dissociated from record-keeping).'*’^ 



Peirce states simply: . cont rolls rshlp and 

accounting are two distinct and separate sciences, and must be 

O A 

practiced accordingly.'* In the field of government comp- 
trollershlp. Smithies considers the danger of overemphasis of 
accounting by military comptrollers to be as follows: 



X8 

Frank Wallace In Corporate Treasurer's and Control- 
ler’s Handbook , ed. Lillian Doris, op^ clt .. p. 8!58. 

19 

B.C. Hoacock, in Controllership In Modern Manage- 
ment , eds, T. F, Bradshaw and Charles C.Hull, op, clt. . p, 9. 

20 

James L. Peirce, ** Comptrollership and Accounting: 

A Contrast," The Controller , September 1953, p. 4lO. 
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The controllers, with their continuing budgetary 
responsibilities and with their emphasis on costing 
in dollars, are in a position to exert a more endur- 
ing and effective Influence in the direction of im- 
proved efficiency. Yet they are themselves in dan- 
ger of being unduly preoccupied wl^h their traditional 
accounting and auditing functions. 

Arnold Emch believes that the responsibilities of the 

controller are predominantly Inforaational in character. He 

emphasizes that this information must be both timely and 

adequate and that it must be distributed to each and every 

22 

appropriate level of responsibility. 

Wo thus find substantial agreement that the controller 
should concern himself with analyzing and reporting the 
progress of the business as revealed by available records. 
Assignment of other functions depends upon the size of the 
business, precedent, and the individual capability of the 
Incumbent controller. 

It is demonstrated that the controller can perform hla 
duties in an effective manner whether or not he is also the 
chief accounting officer of the corporation. 



The Controller and the Treasurer 

Many of the duties of the controller have been de- 
rived from those of the treasurer. The latter official usually 
concentrates on the employment and custody of corporate funds. 



21 

Smithies, op. cit . , p. 283* 

22 

Arnold P, Emch, "Control Means Action," Harvard 
Business Review . July-August 1954, pp, 95 ff. 
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The writer Is of the opinion that treasury and controllorshlp 
functions should be handled separately for two reasons. First, 
the qualifications for the two positions are not the same, the 
controller requiring interpretive ability and a diplomatic 
approach rather than the bulldog qualities associated with the 
protection of money. Second, It may be expected that whoever 
Is entrusted with the custody of money will concentrate on the 
safety and proper accountability for that money to the exclu- 
sion, If necessary, of other Important duties. Hence, If the 
duties of the two positions are combined, the man best quali- 
fied in controllershlp may not be appointed and, even If 
appointed, he may be forced to subordinate the controllershlp 
to the treasury. As best stated by Voorhies, the treasurer 
has specific monetary responsibilities which are not directly 
related to controllershlp. 

In other words, selection for the post of treasurer Is 
baaed upon a different set of standards than those which apply 
to the controller. Both must, aa in the case of all execu- 
tives, have the finest of Integrity, but this quality is 
essential In the treasurer to the possible exclusion of other 
desirable traits. 

In a lighter vein. It may be concluded that the ap- 
pointment of a controller Is not attended by the immediate risk 
incident to the appointment of a treasurer. A noted British 
humorist expresses well the popular feeling with regard to the 

23 

Voorhies in Corporate Treasurer's and Controller’s 
Handbook , p. 21. 
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latter. The company president speaks to his companion: 

There are two men who are capable of holding the 
Job quite adequately. But then I realise how little 
I know of their real characters. It Is the treasurer- 
ship, you understand, which haa to bo filled. I'Jow, a 
man who was quite good at another Job might easily get 
wrong Ideas Into hie head when he became a treasurer. 

He would have the handling of large sums of money. In 
other words, a man who in oi^linary circumstances had 
never been conscious of aqy desire to visit the more 
distinct portions of South America mi^t feel the 
urge, so to speak, shortly after he became a treasurer. 
That -Is my difficulty. Of course, one always takes a 
sporting chance with any treasurer; but how am I to 
find out which of these two men would give me the more 
reasonable opportunity of keeping some of my money?^^ 



24 

Pelham G. Wodehouse, Golf fflthout Tears (New York: 
George H. Doran Company, 1924) ,'"pp. 175-176. 
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CHAPTER III 



€DMPT^»LUSHSHIP PUNCTIOITS IN 
THE NAVY DSPAHnSOT 

General ConsldeKxtlona 

Planning and cotnptrollershlp in the Navy Department are 
considered to Tx? part of the executive process. Steps in this 
process aroj setting the objective, planning, and execution. 
One of the most Important responsibilities of line management 
is to state clearly the objective. Prom this the planning 
staff can lay out the course necessary to accomplish the objec- 
V tlve. ^-Planning consists of program development, programming 
by functional elements and by considerations of time, and ob- 
taining approval of the plan. Execution, a line task. Involves 
the issuance of suitable directives to accomplish the objec- 
tive in accordance with the approved plan and the establishing 
of appropriate controls to insure that the objective is reached. 
The controller, a staff officer, participates in this 
executive process by means of accumulation, analysis, and pre- 
sentation of a reservoir of information. Information may be 
qualitative, quantitative, cost or statistical. Analysis is 
from all recognized points of view. Presentation Is to the 
line executive to assist him, through availability of timely 
and accurate information, to Insure accomplishment of the 
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objective In an efficient and economical manner. Throughout 
this procosG, the conptroller must consider the aqulsltlon and 
utilization of resources through the budgetary process and will 
usually coordinate budget formulation and review for the line 
executive. A second Important task of the comptroller Is to 
help relate statutory requlremonta with proposed actions. This 
Is a continuing task since, In addition to the basic (substan- 
tive) legislation, most appropriation acts contain specific 
limitations or requirsmenta which apply to the funds gy^mtod In 
the particular public law, 

Navy Policy 

It lo the policy of the Navy Department that comp- 
trollerahip organizations be established In all bureaus and 
offices of the Department plus major field activities. Certain 
functions that conrotrollers should perform are "strongly recom- 
mended," but are neither mandatory nor aXl-lncluslve. The 
criteria for determining the desirability of establishing a 
comptrollershlp organization have been promuiegated and the 
bureau and office chiefs are responsible for taking appro- 
priate action to Implement the policy within tho activities 
under their management control. In general, comptrollershlp 
activities should be established In field activities whore the 
size, scope, and complexity of fiscal operations Justify the 
need. This Includes production and large service centers 
such as shipyards, ordnance plants, supply centers, major air 
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etatlons, etc* 

It was recognized that most of the comptroller func- 
tions were already being perforaed In some fora In all naval 
activities. New elements Introduced by the comptrollershlp 
concept were stated to be* 

1. Hhaphaslzlng the constructive aspects of the 
reporting, analysis and Interpretative functions as 
distinct from the purely recording function. 

2, Improving budget formulation and execution 
through the collection and utilization of accounting 
and program data at all organizational levels, 

3* djordlnatlng and Integrating the several comp- 
troller functions to provide concisely to the command- 
ing officer the basic data essential for efficient, 
economical, and effective management ,*0 

It was intended that the comptroller provide a co- 
ordinated staff service with technical guidance and direction 
of fact-collection systems In areas of "budget formulation 
and execution, program analysis, accounting, and progress re- 
pordia and statistics, This statement appears to require 
some further interpretation in order to reconcile the Intent 
here with that previously expressed which specifically empha- 
sized , the constructive aspects of the reporting, anal- 

ysis, and Interpretative functions as distinct from the purely 

28 

recording function* Perhaps this conflict has left the 



2g 

S, Navy Department, Office of the Secretary, S5C 
NAV INSTRU CTIO N 5^0 , 4 . "Establishment of comptroller organi- 
zations In bureaus, headquarters, offices, and field activi- 
ties of the Navy and Marine Corps," 18 November 1953, p. 1 ff. 

^^ Ibld . . Enclosure (1), p, 1. 
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door open to many of the differences of opinion as to what are 
the necessary and proper functions of the oompt roller. The 
basic functions of comptrollershlp are listed as being per- 
formed * • whether or not a formal comptroller organiza- 
tion Is established,” Functions cited arej Integrated system 
for financial management, budgeting, accounting and dlsburs- 

2Q 

Ing, program analysis, aid progress reporting and statistics. 

Provision for the Important function of Internal review la 

provided for the large field Installations as a separate unit 

30 

of the comptrollershlp organization. Thus, by Implication, 
Internal review Is Included In the mission of the smaller 
activities even If not Isolated organizationally. It Is not 
specified whether these functions must be performed by the 
comptrollershlp organization If established. 

The Office of the Navy Comptroller has Issued a manual 
which further defines some of the above requirements. Func- 
tions are the same as cited from S1i;CNAV INSTt?UCTIOM 5400.4 . 
Detailed organization and allocation of specific functions to 
the comptrollershlp organization appear to be poralsslve rather 
than mandatory. It Is stated that ”... details of organization 
should be tailored to fit the local need.”^^ The basic mis- 
sion of the comptroller la that he ”, . . establishes, coordinates 

^^ Ibld . . Enclosure (1), pp. 2-3. 

^‘^ Ibld .. pp. 13-14. 

Navy Comptroller Manual (Washington: 1955), vol. 1, 

pp. 2-5. 
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and raalntalno an Integrated system of financial management by 
means of which he provides to the commanding officer the 
factual data essential for effective management control of 
operations.'*^ 

Management of the accounting organization by other than 
the comptroller Is permitted by the following* 

Where the management bureau or commanding officer 
desires accounting and fiscal operations to be per- 
formed outside the comptroller's Immediate organiza- 
tion, such operation should be set up as an integral 
unit of the activity on a departmental or comparable 
level. 53 



The airoau of Ordnance 

The Bureau of Or<f|nance has issued a comprehensive study 

of the comptroller organization In ordnance field activities to 

•54 

which reference will be made throughout this subdivision. 

It follows the general pattern recommended by the Secretary of 
the Navy, but states that: '*. . . the functions of account- 

ing, cost accounting, budgeting and statistics, disbursing, 
and Internal review must be performed In the Comptroller 
Department. An additional function, that of management 
engineering, Is considered, but Incorporation within the 

comptrollershlp organization la left to the diocrotlon of the 

756 

commanding officer. This Is Intended to Include the survey 



32 

33 

34: 



Ibid. ,pp« 2-3, 
Ibid . . pp. 2-5, 



U. S, Navy Department, Bureau of Ordnance, NAVOPP 
INSTRUCTION 5450. 5A . *' (braptroller Organization In Naval 
Ordnance Establishments,*’ 21 September 1953. 
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36 



Ibid . . p. 4, 
Ibid. 
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and analysis of methods and procedures, organlzatloml 
studies, and the eraluatlon of uso of manpower, materials and 
equipment , certainly proper functions of comptroller ship In 
the field of management. Extension to fields of work measure- 
ment and simplification seems to fit a coordinated statistical 
and analysis program. The requirement that the comptroller 
supervise the account Ir^ may, however, dilute the talent of 
the Incumbent, particularly at the smaller stations where there 
may be a lack of well-qualified assistants. 

The requirement that disbursing be Included In the 
comptrollershlp organization Is considered to be unfortunate. 
The function of disbursing was well defined by Shoop to be: 

” . • .to liquidate the legal obligations of the United Sta- 
tes. It Is difficult to see any reason to require the 
comptroller to exercise administrative supervision over this 
function which could as well be performed in either the supply 
or commissary departments (as may be available). This alloca- 
tion of functions conflicts with the requirement that; *'?]o 
executive or employee should be assigned the entire char^je 
over both cash or other disposable assets and the records of 
such assets. The long established policy of separation 
between payroll preparation and payment, as well as certifica- 
tion and payment of vouchers for material, should not be 
changed for mere administrative convenience. Control over 

Ibid . . Enclosure (3). 

Taken from a talk given by Major General Shoop, 

Fiscal Director, U, S, Marine Corps, 8 December 1955» at The 
George Washington University. 

^^ NAVOPP INST FUCr ION 5450. 5A, p. 21. 
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both payroll and Navy Industrial Fund payments Is Intra- 
statlon so that It la of doubtful wisdom that the comptroller 
should In effect be placed In the position of auditing and 
approving hie own actions , Although the functions of dis- 
bursing and Internal review are contained In separate units of 
the comptroller's staff, the fact that they report to a com- 
mon superior might lead to a certain amount of collusion or 
concealment which should be less likely to occur If those 
functions were In different departments. 

The Bureau of Ships 



The Bureau of Ships has required that a comptroller- 

ship organization be established In all naval shipyards plus 

certain laboratories, repair facilities, and stations under 

the management control of that bureau. Organization of a 

comptroller department was made the first stop In conversion 

ho 

to the Navy Industrial Fund system of accounting. The 
comptroller Is designated the principal advisor to the com- 
manding officer In matters of financial operations. Principal 
duties and responsibilities have been prescribed as follows: 

(a) Implementing and administering the law, policies, 
regulations, directives and Instructions pertaining to 
the financial systems and operations of the Shipyard, 
Including budgeting, accounting, disbursing, financial, 
statistical and progress reporting. Internal accounting 
review, and the procedures relating to such responsi- 
bilities; 



An 

U. S, Navy Department, Bureau of Ships, BUSH IPS 
INSTi?UCTION . “Comptroller Department; Establishment of,"^' 
1954, p. 1. 
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(b) Acting as advisor and consultant to the 
Shipyard Cbtomander on financial policy matters, 
program planning and related areas of financial 
administration; 

(c) Administering accounting and disbursing 
operations for other naval activities as designated 

proper authority; 

(d) Directing preparation of the Shipyard's 
operatin'? budget; 

(e) Admlnisterins budgetary control programs 
and developing methods «»)d techniques for use in 
furnishing budgetary information; analyzing and 
evaluating budget estimates and coordinating pre- 
sentation thereof to the Shipyard Commander; and 
recommending action concerning budget revlelona; 

(f) Supervising determination of coots of 
operations and securing reimbursements for work 
performed; 

(g) Eotabllohlna; overhead rates subject to 
the approval of the Shipyard Commander; 

(h) Devising internal review procedures for 
the Comptroller Department and supervising admin- 
istration thereof*^! 



Specific objections of the writer to requiring the 
comptroller to assume line authority over accounting and dis- 
bursing functions continue to apply. In this case, the appli- 
cation is wider as moat of the Bureau of Ships activities per- 
form considerable fiscal type work for other activities. 
Supervision of this by the comptroller Involves him In work 
that la in no way related to the basic comptroller mission of 
the parent activity, Prior to World War II, shipyards operat- 
ed successfully for a considerable period of time with dls- 



4l 

Q. S, Navy Department, Bureau of Ships, BUSH IPS 
INBT??UCTI0N 5450.4 a. ** Comptroller Department Organization," 
3 July 195^, Enclosure (2) , p, 1. 
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buralng organized as a separate department and accounting as 
a division of the Industrial department. Thus, there Is no 
particular historical precedent for either being combined or 
their being placed under a third department for supervision. 
Hlach is a technical specialty which could as woll report 
direct to the commanding officer. 

Other exceptions Include (using tho subparagraph num- 
bers of the preceding reference): (d) use of the work 

“directing" Instead of the usual, “coordinating,” in connec- 
tion with preparation of the budget removes the comptroller 
from his staff position and conflicts with tho accepted 

position, well presented by Peirce, that establishment of the 

42 

final plan or budget is an operational responsibility; 

(h) restricting Internal review procedures to within the 
comptroller department is not required by higher authority and 
would make such a review almost without value— the comptroller 
should be authorized to review financial type documents wher- 
ever prepared, utilized or processed without regard to organ- 
izatlonal lines within the command. 

The Bureau of Supplies and Accounts 

Of the Navy activities studied in connection with this 
paper, the Bureau of Supplies and Accounts appears to have 

42 

This is a major theme propounded in “The Planning 
and Control Cbncept.” 

43 

John B. Thurston, in Corporate Treasurer’s and 
Controller * e Handbook , pp.757 ff. : riKr?rAV iriGT^uef loN ^400.4 . 
Enclo sure (l) , p. l3* 
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made the least progress In embracing the comptrollorshlp con- 
cept at Its field activities, Comptrollershlp organizations 
have been establl/shed only at the three supply centers and 
four large supply depots. Sven here it has been a compromise 
arrangement; the comptrollershlp functions have been Introduced 
Into the former planning departments so that the result Is a 
combined planning and comptroller department* There seems to 
be little reason not to establish comptroller departments at 
other supply depots, Sven if smaller than the pilot Installa- 
tions, they are major funding activities with complex problems 
of financial management. 

In the case of the supply demand control points, there 
Is already established a financial control division, the 
duties of which Include coordination and justification of 
budgetary requirements for material and services under acti- 
vity cognizance, review and evaluation of system budget per- 
formance against planned programs, administration of budgets 
and stock procurement funds, allocation of stock procurement 
allotments to field activities, maintenance of accounting 
records, summarization of fiscal data, and preparation of 
reports to higher authority. Since these are basic comp- 
troller functions, establishment of a formal comptroller or- 
ganization should present no serious problems. 

Bureau of Suppllea and Accounts Hanmlw (if/aohlngton: 
1946), vol. 1, p. 1-25, par. 110^2-7. 
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Whore coniptroller organizations havo been ostabllahed, 
the Intent has been to achieve the basic objectives of 
coraptrollerGhlp "by minor organizational adjustments rather 
than basic reorganization*”^^ The existing fiscal (accounting 
and disbursing) departments were left out of this combined 
organization under the theory that they perforroed an opera- 
tional function for both the parent and other activities recebf •• 
Ing fiscal support. The basic directive further states that: 

. it is considered that a comptroller organization, as a 
staff component, can perform its functions more effectively 
without the distraction of administering this operating func- 
tlon.” Provision was made that such existing or additional 
fiscal reports that might be required were to he made available 
to the planning and comptroller departments. The writer is in 
absolute agreement with both the decision and the reasons 
therefor as regards the non-inclusion of the accounting and 
disbursing functions in the comptroller department. Assignment 
of non-related functions such as military planning, however, 
appears to be as "distracting” to the comptroller as account- 
ing would have been. 

Except where otherwise noted, functional statement s for 
the planning and comptroller department agree, in general, 
with those previously discussed and conform with the provisions 

Ac 

U. S, Navy Department, Bureau of Supplies and 
Accounts, BTISAMHA INSTRUCTION 5450.55 . "Establishment of Comp- 
troller Organizations at BuSandA Managed or Financed Activities! 
policy for,” 4 March 1954, p. 1. 

46 

Ibid., p. 2. 
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of SSCINAV INST^umoH 5400.4. A managecent planning division, 
similar to the management engineering division discussed In 
con-^ectlon with the Bureau of Ordnance, performs several tasks 
which are related to those envisioned for a comptrollershlp 
organization. These Include development of methods and pro- 
cedures, review of operational performance, analysis of or- 
ganization and preparation of charts, analysis of methods to 
promote efficiency and economy and to Insure that prescribed 
standards are followed, and administration of management con- 
trol programs such as methods Improvement, forms and reports 
control. Certain other functions, such as apace control, allo- 
cation of equipment, and recommendations pertaining to the 
Shore Station Development Board (except as regards price) 
concerning plant Improvements, have little relation to the 
basic comptrollershlp functions. The former tasks are cited 
since any attempt to perform these functions In a planning 
organization separate from the comptrollershlp organization 
would either result In considerable duplication of effort or 

departure by the comptroller from the basic reporting, analysis 

47 

and Interpretative functions, ‘ At the same time, assignment 
of the second group of tasks and attachment of a military 
plans division to the comptrollershlp organization are of 
doubtful wisdom— both are technical fields basically un- 
related to comptrollershlp. 

^*^ STCNAV INSTPUCTIOW S400.4 . Enclosure (1), p. 1. 
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Through Informal dljseussion, the writer understanda 
that consideration Is being given to adding accounting to the 
comptrollsrahlp organization and separating management engineer- 
ing (planning) therefrom. 

Sstlaatoa of payroll and allotment accounting at sup- 
ply Installations for other than the parent activity vary from 
fifty to eighty per cent of the total effort. Mamgement by 
the comptroller of thee® operations would seem to serve no use- 
ful purpose. 

On the other hand, as discussed above, certain so-call- 
ed management planning functions are closely related to comp- 
trollershlp and should be a part thereof. Since almost all 
methods and procedures In a supply facility Involve financial 
management In some form, the comptroller must become Involved 
In all recommended changes. In the same way, to separate the 
organisation of personnel from the allocation of personnel ceil- 
ings to the organisation would seem to lend Itself to consider- 
able duplication In research prior to th'^ recommendation of 
any decision. Fevlew of operating performance and promotion of 
efficiency and economy are functlonvO of comptrollershlp as 
regards financial managemenfc— to attempt to accomplish the samo 
purposes with regard to non-flnanclal management (If that term 
be subject to definition) would again be overlapping and un- 
economical. 

The obvious solution Is to disestablish the management 
plannln?: division and to divide Its functions In the most 
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logical manner between comptrollershlp and planning, Punetlone 
which have nothing to do with comptrollerahlp should be 
grouped with military planning In another organization. 

Planning might then be established either as an independent 
staff department or as a separate division of the administra- 
tive services department which contains most of the other 
military aids to command. 
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(INCLUSIONS 

Throughout this paper the writer hao attempted to 
preaont a comparison of the application of comptrollership 
functions both within the Navy and with civilian pmctlce. It 
is obvious that there are many solutions to the assignment and 
the organizational location of functions and that conditions 
peculiar to each activity must help govern each declBlon, 

Since the purpose of this paper la to relate these many 
choices to the best approach for the Bureau of Supplies and 
Accounts in implementing the comptrollership concept at its 
field activities, conclusions will be in the form of specific 
recommendations which are intended to assist in arriving at 
the beet decisions. Precedent and argument have been cited 
throughout the preceding chapters, so these recommendations 
will be restricted to the opinions of the author. 

Action by the Bureau of Supplies and Accounts is recom- 
mended as follows j 

1, That comptrollership organizations be established 
at all supply depots and supply demand control points unless 
specific local conditions Justify an exception. Excluded, of 
course, are supply depots which are contained in other supply 
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commands. Where the number of off 1 cars available Is not suf- 
ficient to allow a comptroller without other primary duties, 

It Is considered proper that the officer be assigned charge of 
other departments. In this case, a civilian deputy In each of 
the departments affected would be desirable to maintain organi- 
zational Integrity and continuity of effort. 

2, That the existing planning and comptroller depart- 
ments be disestablished. Functions should be divided so that 
all that relate to comptrollershlp are In that department and 
unrelated functions, such as military planning, are In 
separate departments. Car© should be taken In disestablish- 
ment of the management planning division so that future 
duplication of effort will be avoided. 

3. That the separation of accounting and disbursing 
from controller ship be continued. 

In conclusion, the writer la of the opinion that the 
controller, whether In government or Industry, will be able 
to perform his duties In an effective manner and retain his 
objectivity In advice to the commanding officer only If he 
supervises all the staff functions related directly to hla 
mission, but not If he becomes administratively concerned with 
non-related functions or Is assigned burdensome operational 
responsibilities. 
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